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DENMARK-KEY ECONOMIC INDICATORS 


the exchange rate of DKR 1.00 = $0.16) 


INCOME, PRODUCTION, EMPLOYMENT: 1975 1976 % Change 1977 E* 
GNP at current prices 32,956 37,636 14.2% 41,500 
GNP at constant (1975) prices 32,956 34,581 4.9% 35,000 
Per Capita GNP, current prices, $ 6,515 6,819 4.7% 7,500 
Fixed Investment, current prices 6,468 8,027 24.13% 8,350 
Personal Income, after taxes, 
current 19,900 22,625 13.7% 25,100 
Labor Force (1,000) 2,486 2,531 1.8% 2,550 
Average Unemployment Rate 4.9% 5.0% n/a 6.0% 
INDICES (base year in parenthesis) 
Sales of Industrial Products (1974) 102 119 16.73% 134 
Hours worked in manufacturing (1972) 81 82 0.9% 81 
Hourly Wage Rate in Mfg. (1972) 
based on 1975 weights Ag2 192 11.83% 211 
MONEY AND PRICES: 
Money Supply (MI) 8,760 9,305 6.2% 10,200 
Banks’ Lending Rate 12.13 15.3% n/a 13.5% 
INDICES (base year in parenthesis) 
Wholesale Prices (1968) 181 195 8.2% 212 
Consumer Retail Sales (1968) 206 235 14.2% 259 
Consumer Prices, incl. taxes (1964) 227 247 9.0% 269 
BALANCE OF PAYMENT AND TRADE: 
Gold & Foreign Exchange Reserves 917 1,003 9.4% 1,500 
External Government Debt 1,143 27833 130. 4% 4,000 
Annual Debt Service Ratio 2.8% 2.9% n/a 4.5% 
Current Balance of Payments 7-491 -1,845 n/a -1,400 
Balance of Trade (cif/fob) -1,548 -3,190 n/a -2,800 
Exports (fob) 8,005 8,805 10.0% 10,100 
U.S. Share 413 503 21.83% 575 
Imports (cif) 9,553 12,002 25.6% 12,900 
U.S. Share 578 616 6.6% 675 


Main imports from the U.S. (1976) (Thousands of metric tons where applicable and 
Machinery $171; Soybeans 340 MT $70; Chemicals and 
products $49; Grain 294 MT $47; Instruments $37; Aircraft $34; Plywood 132,729 
cubic meters $29; Feedstuffs $18; Fruit and Vegetables $16; Tobacco 3 MT $11. 


millions of U.S. Dollars): 


*Estimated 








SUMMARY 


The slow intemational upturm has dashed Danish hopes of significant economic 
improverents in 1977 and subsequent recent developments in major export markets 
have put the country in an even tighter position. 


Despite several large deficit budgets, priority is being given to balance of 
payments considerations. The money supply has been tightened and money rates 
have increased to about 16%. In order to help Danish industries to compete 
internationally, wage ceilings were introduced into the 1977-79 labor contracts, 
but the effectiveness of this measure is not yet known. Ultimately an improve- 
ment in the Danish trade balance will depend on recovery of intermational 
demand. 


It is expected that exports will grow by 5-7% in 1977 and that imports and 
domestic demand in general will be stagnant, with production growth no more 
than 1-1.5%. Owing to productivity gains, unemployment will increase, possibly 
above 6%. 


Large payments deficits have been more than covered by capital imports, pri- 
marily by the government, though the private sector has also borrowed signifi- 
cantly abroad. Foreign exchange reserves have risen sharply to a level of two 
billion dollars, making it fairly easy for the Danish krone to hold its position 
in the "Snake". 


Traditional U.S. exports to Denmark are well-established, hence resist market 
fluctuations rather well. U.S. farm products currently benefit from high Danish 
demands after several poor harvests. This trend presumably will continue at 
least until after a probably better Danish harvest this year. 


The slack in residential construction has temporarily affected U.S. exports of 
wood building materials, but U.S. industrial equipment is registering a very 
good performance in an otherwise slack capital goods market. Tariff changes 
may hamper further progress for scientific instruments but will not affect other 
instrunents. 


CURRENT ECONOMIC SITUATION AND TRENDS 
International Developments Set the Pace 


Danish hopes for strong international economic upturn in 1977 and thereafter 

have almost disappeared during recent months. Current developments in Denmark's 
major export markets have put this country in a tight position with only limited 
possibilities for corrective measures. Restraint in the Federal Republic of 
Germany andslack in the British and Swedish economies are particularly disappoint- 
ing to the export sector, which is the only economic area showing even moderate 
expansiveness. 








Priority to Balance of Payments Considerations 


Unemployment, which has remained at around the 5% level, is a major concem. 
In the belief, however, that employment problems can only be solved through 

a more expansive export sector, priority is being given to balance of payments 
considerations. While Denmark has had no difficulty in financing its payments 
deficit through foreign loans, continued large deficits could eventually de- 
prive the country of its present limited freedom of domestic economic action. 


In an effort to improve its intemational competitive position, the Govern- 
ment has instituted an incomes policy, whose beginnings go back to 1975. 
The first major effort, however, was that of August 1976, when parliament 
proposed to limit annual wage increases to 6%. That proposal was respected 
when the new labor contract was put into effect by Parliament in April 1977. 
Although statistical evidence is not yet available, the effectiveness of 
this target in checking production costs is being strongly questioned. It 
is now obvious that the overall wage bill increases this year will go con- 
siderably above 6 percent, most likely to 9-10 percent instead. 


Even if wage restraint eventually proves to be effective, it is questionable 
how far this will go in promoting Danish exports. Much of Danish exports 
seem not to be price sensitive. Furthermore, there is a structural prob- 
lem: Danish products compete reasonably well in international markets, 

but they are declining in the hone market. 


Stagnation in Domestic Demand and Production 


Danish forecasters generally agree that exports in 1977 will improve in the 
range of 5% to 7% and that imports will rise very little. The governrent still 
hopes to attain a moderate improvement in the 1977 balance of payments, and 
current trends do not rule this out. Aggregate domestic demand will hardly 
grow at all. There is a slightly downward trend in real eamings, and consumer 
spending is flat. The possible imposition of new taxes next fall could re- 
duce consumer demand further. The public sector, despite a large fiscal 
deficit, is less expansive in 1977 than in 1976. 


On the investment side, residential construction, after a sharp increase in 
1976, is declining rapidly, though somewhat less than originally feared. 
Business investment, which fell in both 1974 and 1975, turned sharply upward 

in 1976 because of investment incentives and presumably because of business 
belief in an intemational economic upturn. In 1977 business investment will 
at best rise very little, mostly in construction. Inventory build-up stimulated 
demand in 1976 but will not add any stimulus in 1977. Various public subsidies, 
however, may create additional repair and maintenance activity. 


The major demand stimulus is likely to come from the export sector, uncertain 
as it is, with a small assist from business construction and repairs. In any 
event, a production increase of more than 1% to 1-1/2% is unlikely. Producti- 
vity gains may increase unemployment by 1% to an annual average of 6%. 


Capital Imports Bolster Reserves, Protect Krone Rate 


Denmark's current balance of payments deficit was virtually quadrupled in 
1976 to a level of about $2 billion. This forced the government into ex- 
tensive borrowing in the international market. At the turn of the year, 
foreign exchange reserves were at the $1 billion level of the year before. 
In the first half of 1977, however, capital inflows were so heavy--about 
$1.5 billion--that they more than offset the $0.5 billion deficit on current 
account. Reserves doubled to about $2 billion. Public borrowing accounted 
for two-thirds of capital imports; business credits, the other third. 


As these capital imports exceeded acute requirements, it was fairly easy 

for the Danish krone to keep a comfortable position in relation to other 
Snake currencies. Government, business, and most academic authorities re- 
ject the idea of a major krone devaluation on the grounds that it would 
jeopardize recent gains from inflation moderation and would provide limited 
and short-lived benefits. In order to make the European monetary cooperation 
(Snake) viable, however, Denmark must accept occasional minor exchange rate 
adjustments such as took place in October 1976, and in April 1977. 


Short-term Monetary Policy 


The Danish capital market is centralized. Mutual credit associations dominate 
the mortgage credit market. The negotiable bonds they issue set the market 
interest rate with the official discowt rate limping along behind. Commercial 
banking is dominated by a few large banks, which makes it easy for the central 
bank, in consultation with the govemment, to keep tight rein on the market 
through directives and persuasion. The central bank also intervenes directly 
in the bond market. In 1976, for example, it supported the bond to the tune 
of one billion dollars. 


Short-term changes in monetary policy have contributed to the often abrupt 
changes in construction activity which the industry says complicates long- 
term planning. A policy of expensive money has been maintained to encourage 
business to seek financing abroad and thus preserve foreign exchange reserves. 
This policy has had limited success, but has produced the undesirable side 
effect of adding to production and investment costs. 


IMPLICATIONS FOR THE UNITED STATES 
Stability in Established Markets 


Important U.S. exports to Denmark include various farm products, chemicals 
(including fertilizers and plastics), wood building materials, and a variety 
of industrial equipment and instruments. At intervals, aircraft for the 
Scandinavian Airlines System (SAS) and the large Danish charter companies 

are major export items. The market for these commodities is well established 
and generally stable, though fluctuations occur. The market for American goods 
seems to react less and with greater lag to both upward and downward trends 
than the market in general. 








Better Than Average Performance in 1977 


During the last 12 months, U.S. exports in established markets followed the 
overall trend in Danish imports. However, because the slack in Danish im- 
ports is occurring in areas where U.S. sales are small (for instance, consumer 
durables), the overall U.S. share of the Danish market is likely to increase 
considerably. In the first quarter of 1977, U.S. products showed a strong 
performance with a gain of 30% as compared to an overall import rise of only 
10%. This increase in U.S. sales to Denmark was two-thirds accounted for by 
large sales of agricultural commodities, and one-third by industrials and 
semi-manufactures. 


Large Sales of U.S. Farm Products 


Danish grain imports from the U.S. nearly doubled over the last year. First 
quarter 1977 imports show stabilization at this high level. The good Danish 
harvest anticipated for 1977 (the two last years were poor) may, however, re- 
duce grain imports toward the end of 1977 and in 1978. 


In oilmeal and cake, the U.S. doubled its market share in 1976 (from 5% to 
10%). The outlook for 1977 points toward stabilization at the present level. 
Soybean sales have also stabilized at the 1976 level, the U.S. having further 
strengthened its already dominant position in the market. Only minor changes 
are foreseen for 1977. 


Prospects for U.S. unmanufactured tobacco are not bright. There has been ex- 
tensive stocking in the first part of 1977 pending a tariff increase on July 1, 
when Denmark adjusts fully to EEC tariffs. 


Effective market promotion has created promising sales of U.S. quality beef, 
and prospects are good. A previously marginal meat product, edible offals, 
has become a major factor in U.S. sales to Denmark. Imports for the use of 
the Danish pharmaceutical industry have increased rapidly and are expected to 
continue at a high level. 


Building Slack Hits Plywood Sales 


Plywood has been one of the most rapidly expanding exports to Denmark over the 
past years. However, the declining building activity in 1977 is beginning to 
affect the market. First quarter imports stayed at the 1976 level, but the 
Outlook for the remainder of the year is less favorable and some decline of 
sales may occur. 








Good U.S. Performance in Slack Capital Goods Market 


The investment goods market is expected to stagnate or even decline in 1977, 
but with a pronounced Danish preference for imported rather than domestic 
goods, the market will still offer a potential for high quality U.S. products. 
While over the last year, U.S. sales merely kept pace with overall import 
developments, first quarter 1977 showed an above average performance by U.S. 
machinery. Recent arrangements for Danish co-production of F-16 aircraft 
should also increase U.S. sales of specific items of machinery, equipment, 
and components. 


Tariff Changes Create Uncertainty in Instruments Market 


The well-established market for U.S. instruments has been hit by uncertainty 
regarding tariff changes for scientific instruments. Under the so-called 
Florence Agreement, imports thus far have been duty-free if the imported 
item was not produced in the recipient country. This rule has been modified. 
In the future the item must be one not produced in the EEC area in order to 
qualify for duty-free imports. This may hit exports directly from the U.S. 
but replacement sales in many instances may be made from U.S. subsidiaries 
in Europe. 

Instruments for other than scientific purposes will not be affected and the 
U.S. is expected to maintain its good market share. 

Aircraft Sales Low at Present 


U.S. aircraft sales to Denmark were low over the last 12 month period -- 
only half the previous year's rate. The high cost of single items, however, 
always makes statistics erratic. The sale of a single B-747 or DC-10 changes 
the picture completely. 


Significant U.S. Export Possibilities 
All kinds of investment goods and parts. 


Ol: Meat Products. 04: Grains. 05: Fruit and Vegetables. 
08: Feedstuffs. 22: Soybeans. 63: Plywood. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 








